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Hliott F. Elam, Jr., Acting Consumer Advocatefor the State of South Carolina, respectfully
filesthis Brief in support of positions taken in the above referenced proceeding. In histestimony
in this matter, the Consumer Advocate caled for dimination or modification of the Company’s
Indugtrid Sales Program Rider (ISPR). Since the close of the hearing, South Carolina Pipdine
Corporation (SCPC) has announced that it will merge withitsaffiliate company, SCG Pipdine, an
interstate pipeline company also owned by SCANA Corporation. Asaresult of the merger, the
combined company will be aninterstate pipeline company subject to the jurisdictionof the Federal
Energy Regulatory Commission(FERC) and not this Commission. As aresult, the new company
will only be able to provide gastrangportation services, and will not be allowed to continue offering
any gas sales sarvices, including the ISPR program.  All of SCPC’ s direct customerswill have to
make other arrangements for purchasing ther gas supplies, induding the company’s affiliate
SCE&G. Initsdune 25 pressrel ease announcing the merger, SCANA’ sdescription of theredlities

of the competitive naturd gas market, and the desire of large users to purchase their own gas



supplies, are consgtent withthe observations madeinMr. Watkins testimony. However, until this

merger isfindized, the Commisson mugt il rule on the ISPR program in this case.

| SPR Program

As in prior PGA cases, the Company has requested that the Commisson approve the
continuationof SCPC’ s Indugtrid Sdes Program Rider (ISPR) without modification. Thisrequest
put the ISPR program at issue in this proceeding. Under the ISPR program, SCPC sIs gas to
certain indugtrid interruptible customers a aprice based on each customer’ s stated alternate fuel
cost. Each month, the customer reports the price of the dternate fud to SCPC, and SCPC offers
avdue of service priceto that customer. Importantly, the price charged by SCPC for naturd gas
supply to the customer has nothing to do withthe actual cost of the naturd gasto SCPC. Thesdes
priceis entirely based on the price of the customer’s dternate fudl.

In histestimony in this case, Consumer Advocate witness Watkins recommended either:
(2) diminating flexible pricing, becauseit produces gas cogts for firmresidentia and smdl business
customersthat are unduly discriminatory, and that such a program is no longer needed in thisera
of competitive gas supply markets and openaccess transportation; or (2) revising the ISPR such
that dl customer classes are assgned the same cost of gas, with any discounts to industrial
customers coming from SCPC’ smargins. Under this scenario, there would be no price increases
to any industrid customer. Any increases in base rates would be negligible in comparison to dl

customers savings on gas codts. Tr. at 248.



Fromthe evidence set forthinMr. Watkins' tesimony and exhibits; it isclear that the | SPR
program produces gas codts for the resdentid and smdl business classes that are unduly
discriminatory. Infact, over the course of the review period of 2003, the cost of gas paid by these
firm customers was 21.5% higher than the cost of gas assigned to ISPR customers. Tr. at 211.
It has resulted in firm customers paying over $11 million in excess chargesin the test period. Tr.
a 219. Thistype of alocation of gas costs has been found to be discriminatory. See, Maryland

People’ s Counsal v. Federa Energy Regulatory Commission, 761 F.2d 768 (D.C. Cir.1985) and

Maryland People’ s Counsel v. Federal Energy Regulatory Commission, 761 F.2d 780 (D.C. Cir.

1985). Therefore, for thisreason done, this Commission should diminate or modify the operation
of the ISPR. Astedtified by Mr. Watkins, these changes would be a smple matter to implement.

Tr. a 247. The Commisson should implement this change immediately in this case.
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